The worldwide adoption of International Financial Reporting Standards (IFRS) is affecting many countries around the globe as it has become widely spread. Since 2007 the United States (US) allows foreign issuers to voluntarily adopt IFRS. This paper investigates the effect of IFRS adoption on earnings quality after voluntary IFRS adoption was allowed to foreign issuers in the US. More precisely, the discretionary accruals and the small positive earnings are tested for a sample of foreign issuers in the US that are registered and reporting with the SEC, comparing a pre-period from 2002 to 2006 with a post-period from 2008 to 2011. The results from the difference-in-differences regression analysis suggest that in terms of discretionary accruals there is no statistical difference between the pre-IFRS and the post-IFRS period, therefore the earnings quality remains the same. For small positive earnings it is found that, when foreign issuers incorporate IFRS, these are lower, indicating higher earnings quality.
Introduction
In recent years the number of companies in the world adopting International Financial Reporting Standards (IFRS) as their main financial reporting standards has rapidly increased (AICPA, 2012) . Thus, worldwide many companies have started either mandatory or voluntary the IFRS adoption or have initiated the process towards IFRS. The number of companies increased even further when in 2005, the European Union (EU), Australia, South-Africa and Turkey introduced mandatory IFRS adoption for all publicly listed companies. Nowadays, over 120 countries are permitting or requiring IFRS for their publicly listed companies and this number is continuously increasing (IASPlus, 2012; PWC, 2012) .
The United States (US) is one of those countries that have started the process towards replacing their domestic reporting standards, the US Generally Accepted Accounting Principles (US GAAP), for IFRS. Since the US Securities and Exchange Commission (SEC) released a roadmap for IFRS adoption in the US in 2008, an intensive debate amongst advocates and opponents of IFRS followed (Hail et al., 2010) . Although the US SEC had planned to make the final decision on IFRS adoption in 2011 accordingly to their roadmap for all publicly listed companies, they failed to do so. Therefore, the debate about a possible mandatory IFRS adoption is now still going on in the US (AICPA, 2012; IASPlus, 2012; .
The contribution of this paper is to provide evidence on IFRS that is applicable in the specific US context. Findings from prior research provide insights on the effect of IFRS adoption in the world, but differences can be observed across countries. Many arguments lack in their generalizability, when it comes to applying the consequences to different countries, due to their dependence on country specific and institutional factors (Burgstahler et al., 2006; Sun et al., 2011) . Thus, prior research is unable to guarantee the same results for the US. Conducting research in a US context can be useful to the current debate on mandatory IFRS adoption for all publicly listed companies in the US and contribute to the decision-making of the US for joining the rest of the world in their implementation of a single set of high quality uniform reporting standards. By examining the association between earnings quality and IFRS adoption of foreign issuers in the US, this paper provides practical implications of IFRS in the US context. Also, due to the time interval most recent and reliable information can be obtained.
The outline of this paper is structured as follow: Next section deals with the literature review in relation to IFRS and its adoption in the US, and the consequences of IFRS adoption. The research hypotheses, methodology and data sample are then presented. This is followed by our research results. Our paper concludes with a discussion of our findings, limitations of our work and areas for future research.
Literature Review

A Worldwide Uniform Reporting Language
In recent years the convergence of domestic standards with IFRS and the mandatory as well as the voluntary adoption of IFRS has become a widely discussed topic for accounting practices that affect many countries in the world. First of all, convergence of two standards implies the elimination of differences between them in order to develop a middle ground towards high quality uniform reporting standards (Pacter, 2005) . The Financial Accounting Standards Board (FASB) and the International Accounting Standards Board (IASB) have started their convergence process between US GAAP and IFRS in 2002, when they agreed on the Norwalk Agreement (Hail et al., 2010; FASB, 2012 , IASB, 2012 . Secondly, countries that have introduced mandatory IFRS adoption for publicly listed companies, as well as, countries that voluntarily allow the implementation of IFRS in combination with their domestic standards can be distinguished. Differences in the effects between mandatory and voluntary IFRS adoption vary as well (Christensen et al., 2007; Hail et al., 2010; Landsman et al., 2011; Yu, www.ccsenet.org/ibr International Business Research Vol. 8, No. 11; 2015 141 2011 (PWC, 2012) . Canada and Korea joined the rest of the world in IFRS adoption in 2011 and finally Japan first started to incorporate IFRS in 2010 for a number of their international companies (IFRS, 2012) .
Other countries that have been affected by the worldwide process towards IFRS adoption are Saudi Arabia, China, India, Indonesia, and last but not least the US. Saudi Arabia is yet undecided about full convergence, although IFRS has already been permitted for all their banking and insurance companies (PWC, 2012) . China has been affected by IFRS, as the convergence of IFRS with national standards has substantially started. India is also planning to converge with IFRS and Indonesia is, also, under an ongoing convergence process, but at a date that still needs to be confirmed (IASPlus, 2012) . Finally, the US has been in an intensive debate of IFRS adoption, since they started the convergence process between US GAAP and IFRS in 2002 (Cascini & Rich, 2008; Hail et al., 2010; IASPlus, 2012) . It is evident that with currently more than 120 countries in the world and over 12,000 companies implementing IFRS, the reporting standards have developed into a worldwide dominantly uniform reporting language (Hail et al., 2010; AICPA, 2012) .
Towards IFRS Adoption in the United States: Foreign Issuers
A lot of research has already been conducted in order to examine the pros and cons of IFRS adoption by inquiring countries that have earlier adopted IFRS for all publicly listed companies (e.g. Ball, 2006; Armstrong et al., 2008; Cascini & Rich, 2008; Jeanjean & Stolowy, 2008; Paananen & Lin, 2008; Sunder & Watts, 2010; Hail et al., 2010; Fosbre et al., 2011; Sun et al., 2011; Kang et al., 2012) . The arguments emanating from prior research are used by the current debate in the US about the pros and cons of IFRS (IASPlus, 2012; . However, prior research has suggested that the effect of IFRS adoption depends on country specific factors, firm characteristics and other institutional factors, therefore the intensive debate about IFRS in the US is based on evidence that does not compulsory apply in the specific US context (Ali & Hwang, 2000; Durand & Tarca, 2005; Papadaki, 2005; Burgstahler et al., 2006; Chua & Taylor, 2008) .
Some important key players of this debate are the FASB, the IASB, the American Institute of Certified Public Accountants (AICPA) and the US SEC (Jermakokowicz & Tomaszweski, 2006) . Since the FASB and the IASB signed the Norwalk agreement, they have been working towards uniform reporting standards (Langmead & Soroosh, 2010; FASB, 2012; IASB, 2012) . The main goal was to eliminate the differences between the standards, with the main goal to eventually adopt a single set of high quality global reporting standards (Hail et al., 2010) . In order to further enhance this process, the SEC proposed an official roadmap in 2008 for full IFRS adoption by all publicly listed companies in the US (Langmead & Soroosh, 2010) .
The target date to decide on mandatory IFRS adoption in the US was set in 2011. Then the SEC had planned the time period 2014 to 2016 as the IFRS adoption dates for all publicly listed companies in the US, whereas first to permit large accelerated filers to adopt IFRS and then require mandatory IFRS adoption for accelerated filers, as well as, non-accelerated files (PWC, 2012) . The process of mandatory IFRS adoption in the US could only be implemented if the condition to meet seven key milestones would be accomplished (Ostling, 2008; IFRS 2012) .
Although the SEC indicated 2011 as the target date for deciding on IFRS adoption in the US for all publicly listed companies, the US failed to do so. It is still unclear precisely when and whether the US will go forward with IFRS adoption for all publicly listed companies.
"United States Securities Exchange Commission Commissioner E. B. Walter has recently given a speech announcing that the "staff expects to publish its final report under the Work Plan in a matter of weeks" (SEC, 2012, May 22) , after which the SEC will "consider the next steps" (SEC, 2012, May 22 ) on the question of the possible adoption of IFRS in the United States". (IASPlus, 2012) .
Nonetheless, before the SEC proposed the roadmap in 2008, a year earlier they already released a new reconciliation rule for IFRS adoption to a specific category of companies in the US for the first time. On November 15, 2007, the SEC started to allow the option to all foreign issuers in the US to file IFRS reports without reconciliation to US GAAP, making it almost inevitable for the US to further consider IFRS adoption for other companies (Kaya & Pillhover, 2013; Kang et al., 2012) . The effectiveness date of voluntary IFRS adoption by foreign issuers in the US was on March 4, 2008 (Yu, 2011). www.ccsenet.org/ibr International Business Research Vol. 8, No. 11; 2015 A foreign issuer can be defined as "(…) any non-US issuer, unless more than 50 percent of the issuer"s outstanding voting securities are held by US residents, and either the majority of the executive officers or directors are US residents or more than 50 percent of the issuer"s assets are located in the US or its business is administered principally in the US" (Securities Act of 1933 . It refers to large multinational corporations with their foreign subsidiaries, as well as to some US subsidiaries of foreign-owned companies. If a foreign company has the status of a foreign issuer in the US, it will have certain benefits; additionally the foreign issuer is allowed to voluntarily choose to incorporate IFRS without reconciliation to US GAAP in their 20-F filing or otherwise stay with the prior reconciliation requirement (Durand & Tarca, 2005; Sun et al., 2011; Yu, 2011; Kang et al., 2012) .
The range of announcements by the SEC shows that the US certainly already has been affected by IFRS in different ways and would be a motivating factor to start the process towards IFRS adoption for more companies in the US (SEC, 2012). However, the way foreign issuers listed in the US perceive the option to voluntarily adopt IFRS might differ among them (Joos & Leung, 2013; Kaya & Pillhover, 2013) .
Consequences of IFRS Adoption: Foreign Issuers
As more and more countries in the world have started to adopt IFRS as their main financial reporting language, the debate amongst advocates and opponents has consequently become more intense. Prior research has found evidence that the US has already been affected by the worldwide IFRS adoption in such a way that US firms have become less attractive to foreign investors since IFRS became a more dominant uniform reporting language than US GAAP (Defond et al., 2011) . Thus, the attractiveness of a country by international investors is positively related to the use of IFRS as dominant reporting language.
According to the SEC (2012), foreign issuers possess the largest amounts of US treasurers in the world. Therefore, foreign issuers have a strong presence in the US economy (Woo, 2011) . In addition, there are many companies that are rivalries of the US in terms of size, growth and technology. In order to make their decision upon whether to choose to reconcile under either IFRS or US GAAP, i.e. voluntary IFRS adoption, it is essential for foreign issuers to outweigh the pros and cons of both standards. Much of the prior research on the effects of IFRS and US GAAP, reveals that there is no consensus (Hail et al., 2010) .
The advocates argue that IFRS leads, inter alia, to improving reporting quality and has positive economic consequences (Ball, 2006; Armstrong et al., 2008; Jeanjean & Stolowy, 2008; Hail et al., 2010) . For instance, IFRS is associated to increased market value and market liquidity, as well as, to lower cost of capital, when the companies operate in common law countries with strong legal systems (Daske et al., 2008) . Furthermore, they state that IFRS can address the high need for transparency and comparability in terms of financial statement reporting. Moreover, prior research focused on foreign issuers that use IFRS revealed that the reporting standards indeed increases comparability of the companies' financial reporting information, as it is less costly to compare companies' information across different companies' financial statements (Barth et al., 2010) . Sun et al. (2011) also found that the use of IFRS by foreign issuers in the US is positively associated to high earnings quality, i.e. increases earnings persistence and small positive earnings. Yu (2011) stated that IFRS adoption by foreign issuers in the US has a positive effect on voluntary disclosures in their financial reporting, while Soderstrom and Sun (2007) claimed that transparency and efficiency increases when foreign issuers use IFRS. According to Latridis and Rouvolis (2010) IFRS improve value relevance of information, while Barth et al. (2008) found that the reporting quality increases for foreign issuers that voluntarily implement IFRS.
On the contrary, Gorden et al. (2010) found that the earnings attributes, which measured earnings quality, are fairly comparable under IFRS and US GAAP in the case of the listed foreign issuers in the US. A small difference is observed that US GAAP does lead to incremental as well as relative value relevance, while IFRS only leads to incremental value relevance. Consistent with Ali and Hwang (2000) , Durand and Tarca (2005) also stated that the effect of reporting standards differs amongst foreign issuers and that it depends on country specific factors, such as the countries' legal system, investors' protection and the quality of auditing.
Furthermore, so far, there is insufficient evidence indicating that specific reporting standards would be superior to the other reporting standards (Jamal et al., 2008) . Leuz (2003) and Bartov et al. (2005) found that there is no significant difference between IFRS and US GAAP earnings. Additionally, Jeanjean, and Stolowy (2008) found that IFRS adoption did not have an effect on earnings management in some countries and in specific situations earnings management even increased. There is even evidence that US GAAP provides higher quality reporting information compared to IFRS (van der Meulen et al, 2007) . Opponents of IFRS adoption for the foreign issuers also argue that by using IFRS in the US, the comparability of financial statement information furthermore decreases. Investors in the US give preference to the reconciliation with US GAAP, since it makes financial www.ccsenet.org/ibr International Business Research Vol. 8, No. 11; 2015 reporting information more comparable (Hopkins et al., 2008) . Therefore, the need of foreign issuers to voluntarily choose to incorporate IFRS decreases (Kang et al., 2012) . Moreover it is argued that IFRS adoption causes problems in global accounting harmonization, increasing complexity of financial reporting, transition costs and other implementation problems, such as insufficient knowledge and a lack of political power (Larson & Street, 2004; Hail et al., 2010) .
As the findings from prior research on IFRS and US GAAP vary a lot, the debate of mandatory IFRS adoption in the US for publicly listed companies continues. Since foreign issuers listed in the US are allowed to voluntarily adopt IFRS, it is feasible to investigate the effect of IFRS adoption in the US context. It is important to consider that the decision of foreign issuers to choose to reconcile with IFRS, is also based on a self selection process including firm specific characteristics (Kang et al., 2012) . This paper contributes to academic literature with more recent and reliable evidence on the effects of IFRS adoption, due to the time interval applied on a sample of foreign issuers in a specific US context.
IFRS and Earnings Quality
The conceptual framework of accounting defines earnings "(…) as a measure of value created by the firm'' (Kirschenheiter & Melumad, 2004) . The Statement of Financial Accounting Concept (SFAC) #1 says that: "financial reporting is primarily focusing on information about an enterprise"s performance provided by measures of earnings and its components". Moreover, SFAC #1 measures earnings quality based on how it is useful to the decision making process of the readers of financial statements. Earnings are used to fulfill several objectives to the readers of financial statements, such as evaluating management's performance, estimating earnings power, predicting future earnings and assessing risk.
Since prior research on the effects of IFRS on earnings quality leads to contradictory conclusions and given that they depend on country specific and institutional factors, solid conclusions in a different context can not be drawn (van der Meulen et al., 2007) .
Research Hypotheses
According to prior research the level of earnings quality depends on the reporting standard choice (Kirschenheiter & Melumad, 2004) . Thus, earnings quality is positively related to the decision making of financial statement readers. Furthermore, Sun et al. (2001) found a relationship between IFRS and high earnings quality. Barth et al. (2008) found also that IFRS adoption increases earnings quality, through monitoring by investors. Better comparability between firms' financial reporting information decreases the costs for evaluating the quality of financial statements between different firms. Since firms become more comparable, the incorporation of IFRS has, therefore, put pressure on managers to reduce their earnings management. Ewert and Wagenhoffer (2005) also found that tightening accounting standards reduces earnings management and leads to higher reporting quality. Moreover, Lang et al. (2003) stated that foreign issuers which are listed in the US have a lower level of earnings management and accounting quality, than foreign issuers not listed in the US. Christensen et al. (2009) concluded that voluntary IFRS adoption leads to lower earnings management. Following Sun et al. (2011) discretionary accruals is identified as a measurement of earnings management as well as small positive earnings. For foreign issuers in the US that have started to adopt IFRS after the 2007 period onwards, it is then predicted that they will experience lower discretionary accruals, therefore higher accruals quality (Dechow & Dichev, 2002; Christensen et al., 2009) . Therefore, the hypotheses of this paper are:
Hypothesis 1: The post-IFRS adoption period is associated with higher accruals quality, thus higher earnings quality for foreign issuers in the US that have adopted IFRS, because IFRS decrease discretionary accruals.
Hypothesis 2: The post-IFRS adoption period is associated with smaller positive earnings, thus higher earnings quality for foreign issuers in the US that have adopted IFRS, because IFRS decrease earnings management.
Methodology and Data Collection
Methodology
In order to test the hypothesis, earnings quality, specifically accruals quality, will be compared between the pre-IFRS period and the post-IFRS period. According to prior research the difference-in-differences approach is applied when testing differences between two time periods, as well as, at the same time the differences between two subjects, i.e. in this research pre-IFRS period and post-IFRS period, and foreign issuers that adopt IFRS and otherwise (Beuselinck et al., 2010; Li, 2010; Sun et al., 2011; Kang et al., 2012) . Since accruals quality is considered as an earnings attribute for earnings quality, it can be used to examine the change in earnings quality for foreign issuers after the change in accounting standards. The impact on the absolute value of discretionary accruals is examined by the same difference-in-differences ordinary least square (OLS) regression model Another measure for earnings management is the small positive earnings (Sun et al., 2011) , thus the equivalent regression model would be:
Where the dependant variable in equation (1) is:
"ADAC = the absolute value of discretionary accruals estimated by the modified Jones (1991) model;
And the dependant variable in equation (2) The absolute value of discretionary accruals is calculated using a modified Jones (1991) model, but the change in revenues is modified for a change in receivables in the full sample period (Dechow et al., 1995; van Tendeloo & Vanstaelen, 2005) . Discretionary accruals can be defined as: "the actual total reported accruals minus expected normal accruals" (Dechow et al., 1995) .
The model of equation 1 is used because it is able to consider two different time periods, as well as, the differences between the time periods in terms of IFRS adoption. The dependant variable is ADAC and the explanatory variables are IFRS and POST, with a dummy IFRS representing foreign issuers that choose to change report under IFRS. POST represents a dummy variable that is created in order to distinguish the available data into two different time periods, i.e. a pre-IFRS period and post-IFRS period. The post IFRS period implies voluntary IFRS adoption by foreign issuers in the US. b1 reflects the difference in ADAC between foreign issuers in the US that have changed their accounting standards into IFRS and it also refers to the differences between the different groups of foreign issuers. b2 represents an incremental effect in ADAC for foreign issuers that have not changed their accounting standards into IFRS from the pre-IFRS period to the post-IFRS period and it controls for unrelated changes in ADAC, due to other than changing of accounting standards into IFRS (Sun et al., 2011) . The incremental change in ADAC for foreign issuers that are users of IFRS in the post and pre-period and those of foreign issuers that are non-users of IFRS in the post and pre-period is captured by b3. Therefore, if the coefficient of b3 is negative, it can be concluded that IFRS is associated to a decrease in accrual-based earnings management, which entails improved earnings quality Jeanjean & Stolowy, 2008) . The coefficients b4 to b10 refer to the impact of the other independent variables of the model on earnings quality.
Sample of the Study
In 2007 8, No. 11; 2015 The reason for including these foreign issuers to the sample selection is that they are required by the SEC to file a form 20-F, therefore they have to meet enhancements of reporting and provide better reliable information and disclosure (Amir et al., 1993; . Moreover, Glaum & Street (2003) state that in a non-SEC environment, disclosures would result in a lower reporting quality, thus, foreign issuers registered with the SEC would be a better sample for our inquiry.
As for December 31, 2011, a total of 965 foreign companies were registered and reporting with the US SEC. A list of these foreign issuers is published by the SEC and can be collected from the SEC website. The foreign issuers' company names were entered in Compustat in order to obtain the matching company incorporation codes. A number of foreign issuers that were unable to be identified in Compustat were excluded from the full sample selection. The data of the remainder foreign issuers were obtained from the North-America Compustat database and the sample selection consists of foreign issuers in the US categorized from 44 different countries (Appendix).
The different interval time periods are the pre-IFRS and post-IFRS adoption period applying to foreign issuers in the US, i.e. 2002 to 2006 for the pre-IFRS period and 2008 to 2011 for the post-IFRS period. A total of 3049 firm-observations can be obtained for the period 2002 to 2006 and 2008 to 2011, which are the foreign issuers that file a form 20-F with the SEC in 2011. In the pre-IFRS period the total firm-observations are 1311 and in the post-IFRS period 1738. As mentioned above, firms not identified in Compustat were excluded from sample selection. Table 1 presents the sample selection. (Hail et al., 2010) . The sample selection divided by the country of origin of the foreign issuers, the country's legal system, as well as by the IFRS and non-IFRS adoption, in the pre-period and post-period is presented in the Appendix www.ccsenet.org/ibr Vol. 8, No. 11; 2015 Table 2 shows the descriptive statistics of the model variables and their statistical differences between IFRS and non-IFRS users and between pre-IFRS and post-IFRS period. Panel A presents the descriptive statistics and the statistical differences of the model variables between IFRS and non-IFRS users. It is found that foreign issuers using IFRS are significantly larger companies than non-IFRS users. Moreover, IFRS users are found to have a higher turnover, higher cash flows from operations and a lower total debt level, although their leverage is higher compared to non-IFRS users. However, IFRS users have a lower growth rate and lower equity than non-IFRS users. Moreover, the non-IFRS users present higher absolute value of discretionary accruals than IFRS users. Therefore, it can be concluded that IFRS adoption does not lead to greater discretionary accruals. Furthermore, small positive earnings are statistically insignificant lower for IFRS users than for non-IFRS users. Panel B shows the differences between the pre-IFRS period and the post-IFRS period for foreign issuers. The size, the growth, the debt level and the equity of the companies are greater in the post-IFRS time period than in the pre-IFRS, The same applies to the turnover, but it is statistically insignificant. The leverage is lower in the post-IFRS period compared to the pre-IFRS period. In the post-IFRS period the absolute value of discretionary accruals is lower compared to the pre-IFRS period, which is consistent with the findings from panel A. Small positive earnings are found to be statistically insignificant higher in the post-IFRS adoption period. Table 3 presents the Pearson correlation analysis of all the variables of the regression model for discretionary accruals. The absolute value of the discretionary accruals is correlated with all the independent variables of the model, except than leverage and turnover. A significant negative, but low, correlation is found between the absolute value of discretionary accruals and foreign issuers that are IFRS users, indicating they have a higher accruals quality (Sun et al., 2011) . There is also a significant negative, but low, correlation between IFRS period www.ccsenet.org/ibr Vol. 8, No. 11; 2015 and discretionary accruals, thus absolute value of discretionary accruals is associated with higher accruals quality (Jones, 1991; Dechow, 1995; Dechow & Dichev, 2002) .
Research Results
Descriptive Statistics
Correlation Analysis Results
Discretionary accruals are highly and significantly negatively correlated with firm size and cash flow from operations, so firms that adopt IFRS are usually larger of size. This could also be due to the fact that foreign issuers listed with the SEC and preparing a F-form are usually larger of size (Durand & Tarca, 2005) . High positive correlations are found with firm growth, equity and debt, indicating that rapidly growing firms, with higher equity and debt usually have lower accruals quality. IFRS use is positively correlated with firm size, turnover and cash flows from operations, while it is negatively correlated with debt level. Table 4 presents the results of the regression model for the discretionary accruals model. According to panel A. foreign issuers that are non-IFRS adopters exhibit higher discretionary accruals, meaning that their accruals quality is lower when using standards other than IFRS. The coefficient of the POST variable is insignificant, implying that there no significant change from the pre-IFRS to post-IFRS period, in terms of discretionary accruals absolute value. The coefficient of IFRS*POST represents the difference-in-differences; therefore it accounts for the differences between IFRS foreign issuers from a pre-IFRS adoption period into post-IFRS adoption period and of non-IFRS issuers from pre-IFRS adoption period into post-IFRS adoption period. The coefficient of IFRS*POST accounts for the foreign issuers that use IFRS. The coefficient value indicates that there is a negative association between the post-IFRS period and discretionary accruals; however, the coefficient is not statistically significant.
Regression Analysis Results
According to the results of the regression model, the discretionary accruals value does not statistically change for both IFRS and non-IFRS foreign issuers from the pre-IFRS period to the post-IFRS period. Therefore, in terms of the absolute value of discretionary accruals, voluntary IFRS adoption by the US foreign issuers in the post-IFRS period does not have an effect on accruals quality. Consequently, Hypothesis 1 is rejected, as IFRS adoption by foreign issuers in the US does not increase accruals quality in the period after voluntary IFRS adoption was allowed in the US.
Panel B exhibits the separate subgroup coefficients. Again, a fairly small decrease in discretionary accruals can be observed for IFRS users in the post-IFRS period, but the evidence is not sufficient. Panel C compares the differences between two groups of IFRS foreign issuers and non-IFRS foreign issuers. Table 5 presents the results of the multivariate regression analysis for small positive earnings. It is found that overall foreign firms that adopt IFRS have smaller positive earnings, but statistically insignificant. The smaller the positive earnings means the less earnings management, consequently higher earnings quality (Sun et al., 2011) . So, IFRS users experience smaller positive earnings, implying less earnings management; therefore higher earnings quality in the post-IFRS adoption period. Examining, specifically, the IFRS adoption in the post-IFRS period, foreign issuers also have smaller positive earnings, but again this is insignificant. Furthermore, firms that are larger of size and more leveraged have higher small positive earnings, thus indicating lower earnings quality. When foreign firms are growing more rapidly, the turnover is higher and they are better able to generate cash flows from operations, earnings quality will be higher by showing that they have less small positive earnings. Findings are consistent with hypothesis 2, thus the second hypothesis will not be rejected. Panel B shows the separate subgroup coefficients for IFRS foreign issuers in the post IFRS-period, non-IFRS foreign issuers in the pre-IFRS period and non-IFRS foreign issuers in the post-IFRS period. Panel C shows the differences between two groups of IFRS foreign issuers and non-IFRS foreign issuers. This also shows that small positive earnings are lower after IFRS, but it is insignificant for the full selection sample.
Robustness Test: Discretionary Accruals
A robustness test for the model of the absolute value of discretionary accruals was also executed ( 
Conclusion, Limitations, and Recommendations
Since 2007 foreign issuers in the US were given the option to voluntarily adopt IFRS. This paper examines the effect of IFRS adoption on earnings quality for foreign issuers in the US. More precisely discretionary accruals and small positive earnings are tested for a sample selection of foreign issuers that are registered and reporting with the US SEC. A comparison is made between the pre-period 2002 to 2006 and the post-period 2008 to 2011. The results from the difference-in-differences regression, Pearson correlation and robustness analyses suggest that for discretionary accruals there is no statistically significant difference between the pre-IFRS and the www.ccsenet.org/ibr Vol. 8, No. 11; 2015 post-IFRS period. Therefore, it can be concluded that earnings quality remains unchanged. However, it is found that when foreign issuers incorporate IFRS, small positive earnings are lower, which means that there is less earnings management, implying higher earnings quality.
Results are consistent with prior research on earnings quality and IFRS adoption which indicate that there is no significant difference between IFRS and US GAAP earnings and that IFRS adoption did not affect earnings quality (Leuz, 2003; Bartov et al., 2005; Jeanjean & Stolowy, 2008; Sun et al., 2011) . The findings of small positive earnings are consistent with prior research on different IFRS adopting countries that found that IFRS reduces earnings management and earnings quality (Ewert & Wagenhoffer, 2005; Lang et al., 2003; Christensen et al., 2009; Sun et al., 2011) . Since several findings in this research are insignificant, further tests should be conducted on earnings quality by measuring other earnings attributes for the sample selection of foreign issuers in the US. This is necessary in order to obtain stronger evidence on the effects of IFRS adoption in US specific context.
However, there are some limitations in this study, First of all, our sample includes 20 firm-observations from the financial industry, while most of the prior studies exclude such firms (with a four-digit Standard Industrial Classification (SIC) between 6000 and 6999) because it is difficult to calculate the discretionary accruals for this category of firms (van Tendeloo & Vanstraelen, 2005; van der Poel & Vanstraelen, 2011; Boubakri, 2012) . However, only 20 of our 3049 firm-observations are from the financial industry. Therefore, it is likely that results would be unaffected by excluding the financial industry.
Another limitation of the research is that countries were manually collected from the SEC website and searched for the ticker company codes in Compustat, but for a certain number of companies the ticker company code could not be identified. The list of foreign issuers contained a total of 965 companies and the foreign issuers that remained unidentified in Compustat were excluded from the sample, whereas 3049 firm-observations remained.
